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ABSTRACT _ 

Designed for the general public and possibly suitable 
also for high school economics students , this pamphlet discusses the 
Consumer Leasing Act. The act requires leasing_compahies\ to inform 
consumers of the costs and terms of their contracts, limits any extra 
payments at the end of a lease L and regulates lease _ advertising. The 
pamphlet focuses on pe? t sonal_property leased by an_ individual for a 
period of more than four months for personal, family, or household 
use. General rules for leasing are presented : (1) the law does not 
cover daily car rentals, apartment or house leases > or business 
property leases; ( 2 ) customers must receive awritten statement of 
all costs involved; (3) customers must be told certain terms of the 
lease; (4) customers must be told if they may have balloon payments 
and how they are calculated; (5) customers may obtain an estimate of 
the property f s worth from an independent appraiser ; and (6) balloon 
payments in an open-end lease are limited to no more than three times 
the average monthly payment. Also included is a look at shopping 
suggestions , advertising regulations , and penalties for violators. 
The final section presents a list of names and locations of federal 
enforcement agencies which deal with questions concerning leasing. 
(LH) 
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• Are you wondering whether teasing your 
nexi car would be u good idea? 

• Would you rather lease than buy fur- 
Mute for an apartment you 'll use /or 
drily a year-? 

When leasing looks tike a good option, 

there's a Federal law that will help you shop 
for the best deal .The Consumer Leasing 
Act requires leasing companies to tell yon 
the facts about the cost and terms of their ; 
contracts. You can use the information to ; 
compare one lease with another or to com- >. 
pare the cost of leasing with the cost of buy- ? 
Ing the same property. The law also limits . . t 
any extra payment you may have to make' ' 
at the end of a lease and regulates lease . 
advertising., /; ; •> .V;' ri.'^'uS'. 1 - ' ■ • 

This pamphlet describes the Consumer . 
Leasing Act and the regulation Issued by the ;! 
Federal Reserve Board to carry it out.-' • : ; • 

What leases are covered? The law ap- ■ v 
plies to personal property leased by an ', :.• 
Individual foi a peripr 1 of more than jour : ; 
months -for personal, family or ^ 
household use. it covers long-term rentals 
of cars, furniture, and other personal property. 

The law does no* cover: • ". 'if ■ ■'. 

• daily car rentals or weekly or monthly , ; . 

• rentals that are automatically renewable. 
with each payment • ••' ' >l'. 

• leases -for apartments or houses -or fur-. .. 
hitur* that comes wHh a rented aparr- 

• merit; .;. , •. -\ *'':":< •"• "■■ . , 

"• property leased to companies or to in-. ; r - 
dtvidualsfor business use; , ■•■ 
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• the amount you must pay. for license, 
registration artel faxes, and tor any other 
fees, such as delivery charges.' ; 

What about terms of the lease? You . 

must also be told certain terms of the . 



ng: 



• what kind of insurance you need; '• . 

• any express warranty on the property ; 

• who is responsible for maintaining and : 
servicing the property, arid any standards 
for wear arid tear, (which must be l : . . :; 

' reasonable) set by the leasing company; ; 

• any penalty for default or late, payment;. ; 

• how you or the leasing company may; 

• cancel the leatt..«na..lhe : cH^e|tpr r do^ !■;•'' 
ing »j-an3;SvS.^;i^uVhy f 

;'• whether orhot you tan buy the property • 
; . ./and. If you can. when and at what price*- 

i-yr, :::.i'S..-:: ; • - '.'••• 
What are open end leases and balloon., 
payments? One decision that will aftect .| 
leasing costs and terms, is whether you 

choose an V6pS v l^7^*^^1: 0 ^;r'"i i 
"dosed end" lease; In an open end lease ; ' 
you run Uie-fidc ^.^^i^a^nSi^;^j^:y 
depending on the value of the property ' /.;. ?: 
when you return jt.. This payment is often. V 
called a "balloon 1 p^yn^^.^..e^a^V^r { : : ^ 
when you sign a three-year open ehd eif .' ': 
leaser the leasing comi^ 
that the car Will te.worm $2,000 after three ' 
years of normal, use. If tKe dar, to worth criijK 
$1,500 when ypu return It; you nwy hayey 
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He lor the value of the property ^ wBct you p 
return It and will riot have to make a'; ; V ■'»; 
balloon payment Asa result, closed end ; 
leases usually have higher monthly * : ; 
payments than open.end leases.' ...'•>• ; ; 

You should know - that In. an open end -. v 



• The leasing company must tell you thai £ 
you may hove a balloon payment arid 
how it Is calculated. ■ • ' '_ , 



• Ai the end of the lease you have +he 
Hgltftb obtain an estimate of the proper- 

. ty's worth Irom an indepeiuient ap- 
praiser. Both parties must abide bylhe 
estliiinte, / 

Limits oh bailbuh payments* You 

should also knovM that the law limits a 
balloon payment in nn open end lease tb ; 
no more tfioff three flmes i/ie ouerogc 
mon*/Wv pnpineni— unless you agree to 
make a higher payment or you. have used 
the property more than average (for exanv 
pfe If ypu j>tit more than average mileage 
on a car). The leasing company may also 
seek a larger payment by going to court. It 
It goes to court; flie company has -Hie 
burden of proving that its original estimate 
of the value of the property, although 
wrong, was reasonable and made in good 
faith, The company must pay your 
attorneys fe * 5 ,n such a lawsuit, whether or 
not It wins. •■: 

Now do I shop for a Jease? First, decide 
whether you want to buy with cash, buy on 
credit, or lease. When making your deri- 
sion, be sure to take into account such ex- 
penses as the cost of insurance. ; 
maintenance and special fees, "f 

To help you compare the cost of buying oh 
credit with the. cost of open end leasing. 
you must be told the total amount you. are. 
responsible-fer under the lease; the value c*F 
fte property at the begirtrtirtg of the lease, .< 
and the difference between the two. For ex- 
ample, a iHree-year open end car tease 
might show: 

36 monthly payments of J 125 $4,500 
+ Estimated value of car at end 

of lease ^ ^ 2 0D0 
Amount you are ref ponslble for 

underlease • $6,500 
- Value of car at begtnnlng 

of lease ; 5,800 
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You could compare -this "difference'* of 
§700 with flic fl^ance charge you would* 
pay tf you bought the car on credit;' 

If ybu decide to lease, shop around for the 
best price and terms. Compere the costs 
and advantages of open end and closed 
end leases, and look at such options as 
whether the leasing company will pay for 
repairs and maintenance; 

What about advertising? The law also 
regulates the advertising of teases. It says 
that if a leasing company advertises the 
amount or number of payments or that any 
or no downpayment is required, it must also 
mention several other important terms, in- 
cluding the total of regular pay ments, your 
responsibilities at the end of the lease; and 
whether or not you may purchase the pro- 
perty. This is to make sum you get enough 
information from the advertisement to 
understand the offer and to compare It With 

others. ; -V ; • > . - 

,. i ■ •« * ■ * ■ 

What are the penalties? You as an in- 
dividual may sue a leasing company if it 
fails to give ybu the required information or 
does so improperly. Ybu may sue -for 25 : - 
per cent of the total of the monthly •* 
payments (but hot less than $100 or more ■ 
than $1,000) plus any aciual damages. If an 
advertisement violates the law; ; yoti may sue 
the. leasing company for your actwl .; . \ ; . 
damages/ tii any successful lawsuit. yOu are = 
glsb entitled tb court costs and reasonable >.' 
attorney s fees; The law 3150- provides ". ! ;- 
crirhinal penalties for intentional violations. 

To find out more. . „ A number of 
Federal agencies are. responsible for enforc- 
ing the Consumer Leasing Act If you have 
any questions, about the. law in connection . 
with a lease transaction with a financial in- 
stitution, you may write to the nearest 
Federal Reserve Bank or to the Board of 
Governors of the Federal Reserve System. 
Washington. D,C 20651. Be sure tbuFeh- •. 
tify the name and location of the financial 
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institution S> that your letter can be brought 
to the attention of the appropriate enforce- 
ment agency— the. Federal Reserve Board 
(for Slate-chartered member banks); the ' 
Comptroller of the Currency (for national 
banks), the Federal Deposit Insurance Corv 
poration (for non-member Insured banks), . 
or the Federal Home Loan Bank Board (for 
federally -chartered savings and loans). •• 

The Federal Trade Commission enforces the 
law for almost all leasing companies other 
than financial institution. Questions or com- 
plaints can be seht to the nearest Federal j . 
Trade Commission Regional Office, or, if 
they concern national companies, to: 
'federal Trade Commission, Consumer 
Leasing, Washington, D.C. 20580, The 
Commission does not represent individual 
consumers in private disputes, but informa- . , 
tion from consumers about "their experiences 
and concerns Is vital to its enforcement of 
the Consumer Leasing Act. • 



Atlanta, Georgia . 
104 Marietta Street, N.W. 
ZIP 30303 
(404) 586-8500 • ,; 

Botton, Massachusetts \ 
600 Atlantic Avenue . 
2iP 02106 
(617) 973-3000 • 

Chicago, Illinois 
230 South LaSalle Street 
P.O. Box 834 "... 
ZIP 60690 

(312) 322-5322 ' /■ 

Clev-lnnd, Ohio 
1455 East Sixth Street 
P-O. Box 6387 

kML 579-2000 

I •. . • : 



Dallas, Texas 

400 South Akard Street 
Station K 
ZIP 75222 
(214) 651-6111 

Kan«o§ City, Missouri ) 
925 Grand Avenue 
ZIP 64198 ; ;•. 

(816) 881 2000 ';. 

Minneapolis, Minnesota 
250 Marquette Avenue 
ZIP 55480 
(612) 340-2345 



New 
33 liberty Street 
Federal Reserve 
P:b; Station 
ZIP 10045 
(212) 791-5000 
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Philadelphia, 

Pennsylvania 

10 Independence Mail 

P.O. Box 66 ' 

zip i9io5 

(215) 574-6000 " 

Richmond, Virginia '. 
701 East Byrd Street 
ZIP 23219 ;• . 
(804) 643-1250 v .:' 



San Francltco, . 

lbi Market Street 
P.O. Box 7702 
ZIP 94120 
,". (415) 544-2000 ;: ' 

: St. Louis, Missouri 
411 Locust Street 
, • P.O. Box 442 
ZIP 63166 •■■ 
(314)444-8444 



Atlanta, Georgia ' Denvei, Colorado 

Room 1000. '/'.• .Suite 2900 . 

17 18 Peachtree ? '■■ ' 1 » ' ■ .'■ *• 1405 Curtis Street '.• 
Street, N.W. , •'■ ; :•• ZIP 80202 .V- ' 
ZIP 30309 : ■ 1 '•• T i (303) 837-2271 : 
(404) 881-4836 f, y^'-.Ai . ' 

['.'"' j !••"•••' Los Angeles, California , 
Boston, Massachusetts : ' ,' ' Room 13209 
1301 Analex Building - ^ : : 11000 Wilshire Boulevard 
150 Causeway**, iffifatiP 90024 '_ ' 
ZIP 02114 ^ ^ VV • (213) 8247575 
(617) 223-6621;/ " . \':\ ' : 

V : V ■ ■ •• ; , ; ^ew York, New York 
Chicago, Illinois' , ;. • V. 22nd Floor. 
Suite 1437 1 \>$i Federal Building 

•SB East Monroe Street; >/lV, 26 Federal Plaza ;■ '• 
ZIP 60603 : ; • J . '.ZIP 10007 
(312) 355-4423 . (212) 264-1207 •'/.. '/ 

Cleveland, Ohio ..' San Francisco, Calif 

Suite 500 • 450 Golden Gate Avenue 

The Mall Building ' Box 36005 ,, : 

118 St. Cisir- Avenue; N.E: - ZIP 94102 
ZIP 44114 * . ; ' ; • : • (415) 556-1270 . i 
(216) 522-4207 : ; 7 ! ; , " 

: / Seattle. Washington 
Dallas, Texas v ,,, 28th Floor, 
Suite 2665 ' *y '' • Federal Building 
2001 Bryan Tower 915 Second Avenue 

ZIP 75201 - ZIP 98174 

(214)749-3056 ; (206)442-4655 
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